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CHAPTER  XXV— PENSION  AND  WELFARE 
BENERT  PROGRAMS 

SUBCHAPTER  G — ADMINISTRATION  AND  EN¬ 
FORCEMENT  UNDER  THE  EMPLOYEE  RETIRE¬ 
MENT  INCOME  SECURITY  ACT  OF  1974 

PART  2560 — RULES  AND  REGULATIONS 
FOR  ADMINISTRATION  AND  ENFORCE¬ 
MENT 

Claims  Procedure  for  Employee  Benefit 
Plans 

AGENCY:  Department  of  Labor. 

ACTION:  Final  rules,  and  Interim  rules 
pending  adoption  of  final  rules. 

SUMMARY:  This  regulation  sets  the 
rules  for  the  claims  procedure  which 
ERISA  requires  all  plans  to  have.  Hie 
rules  are  designed  to  Insure  that  plan 
participants  and  beneficiaries  have  their 
claims  for  benefits  handled  by  their 
plans  in  a  fair  way. 

DATES:  Effective  date  October  1,  1977. 
Ccxnments  must  be  received  by  July  31, 
1977. 

ADDRESS:  Data,  views  and  arguments 
should  be  submitted  to  the  OflBce  of  Reg¬ 
ulatory  Standards  and  Exceptions,  Room 
C-4526,  U.S.  Department  of  Labor, 
Washingrton,  D.C.  20216. 

FOR  FURTHER  INFORMATION  CON¬ 
TACT: 

Judith  Blelch  Kahn,  Pension  and  Wel¬ 
fare  Benefits  Programs,  United  States 
Department  of  Labor,  Washington, 
D.C.  (202  523-8686). 

SUPPLEMENTARY  INFORMATION: 
The  supplementary  information  cm 
these  rules  is  divided  into  two  parts. 
Part  I,  “Description  of  the  Rules”,  is  a 
general,  nontechnical  description  of 
what  the  rules  require.  It  is  written  for 
the  reader  who  is  not  a  professional  or 
an  expert  in  the  field  of  employee  bene¬ 
fit  plans.  Part  I  is  designed  to  help 
readers  to  find  the  sections  of  the  reg¬ 
ulation  or  of  the  Part  n  technical  ex¬ 
planations  that  they  need  for  more  de¬ 
tailed  information.  Part  n.  “Technical 
Fbcplanation  of  the  Regulation”,  con¬ 
tains  discussions  of  the  backgroimd  and 
major  issues  involved,  or  significant  dif¬ 
ferences  betwe«i  the  proposed  sections 
published  in  the  Federal  Register  on 
December  4,  1974  and  the  final  sections 
published  here,  and  of  substantive  pub¬ 
lic  (x>mments  cm  the  proposals,  as  well 
as  detailed  explanations  of  certain  tech¬ 
nical  requirements. 

Part  I — Description  of  the  Rules 

SCOPE 

This  regulation  applies  to  all  plans 
which  are  covered  under  ERISA  except 
apprenticeship  plans.  Apprenticeship 
plans  are  excluded  by  subsection  (i)  of 
the  regulation.  Special  rules  are  provided 
for  some,  plans  maintained  under  labor 
contracts. 

PURPOSE 

ERISA  requires  employee  benefit  plans 
to  provide  reasonable  steps  for  handling 
claims  for  benefits  filed  by  participants. 


If  a  claim  Is  filed  and  the  plan  refuses 
to  pay  benefits,  the  plan  must  notify  the 
participant.  The  plan  must  also  offer  a 
chance  for  a  full  and  fair  review  of  the 
refusal  to  pay  benefits. 

FILING  A  CLAIM  FOR  BENEFITS 

A  plan  must  set  up  reasonable  rules  for 
filing  a  claim.  The  rules  must  be  de¬ 
scribed  In  the  summary  plan  descrip¬ 
tion.  If  a  plan  falls  to  set  up  these  rules, 
the  participant  or  beneficiary  may  pre¬ 
sent  the  claim  to  the  unit  or  oflBce  which 
normally  handles  claims.  For  instance,  If 
an  employer’s  personnel  oflBce  normally 
handles  claims,  a  participant  can  present 
the  claim  to  anyone  working  in  the  per¬ 
sonnel  oflBce. 

The  rules  allow  the  plan  administra¬ 
tor  to  take  a  reasonable  amount  of  time 
to  decide  whether  to  pay  benefits.  The 
administrator  must  decide  within  90  days 
of  when  the  claim  is  filed.  In  some  special 
cases,  more  than  90  days  may  be  needed 
to  decide.  If  a  special  case  comes  up,  the 
administrator  shall  notify  the  partici¬ 
pant  and  explain  why  more  time  is 
needed.  After  giving  the  notice,  the  plan 
administrator  may  take  up  to  another  90 
days  to  make  the  decision. 

DENIED  CLAIMS  FOR  BENEFITS 

If  a  claim  Is  denied,  the  administrator 
shall  notify  the  participant.  'This  notice 
must  explain  in  detail  why  the  claim  was 
denied.  If  the  claim  is  denied  because  the 
administrator  needs  more  information 
to  make  a  decision,  the  administrator 
must  teU  the  participant  what  Is  needed. 
The  notice  must  also  explain  the  rules 
of  the  plan  for  reviewing  the  decision  to 
deny  the  claim. 

If  the  participant  doesn’t  get  any  an¬ 
swer  at  all  In  90  days — or  180  days,  if  it’s 
a  special  case — this  Is  the  same  as  deny¬ 
ing  the  claim.  Hie  participant  can  use 
the  plan  rules  for  appealing  denied 
claims. 

REVIEW  PROCEDURE 

Every  plan  must  set  up  rules  for  re¬ 
viewing  denied  claims.  ’Hie  review  must 
be  full  and  fair.  ’Hie  review  must  be  done 
by  scmieone  with  authority  to  make  a 
final  decision  on  the  claim.  As  part  of 
the  review  the  participant  must  be 
allowed  to  see  all  plan  documents  and 
other  papers  which  affect  the  claim.  Hie 
participant  must  be  allowed  to  argue 
against  the  denial  in  writing.  Hie  par¬ 
ticipant  must  also  be  allowed  to  have  a 
representative  If  he  or  she  wishes.  ’The 
plan  rules  must  give  the  participant  at 
least  60  days  after  the  claim  denial  to 
request  this  review. 

DECISION  ON  REl’IEW 

Hie  plan  must  conduct  the  review  and 
decide  on  the  appeal  within  60  days  after 
the  request  for  review  Is  made.  In  special 
cases,  more  time  may  be  needed  to  make 
the  decision  on  review.  If  the  plan  noti¬ 
fies  the  participant  that  there  will  be  a 
delay  and  explains  the  reasons  for  need¬ 
ing  more  time,  the  plan  may  have  60 
days  more. 

Some  plans  provide  for  review  by  a 
committM  or  board.  ’Hiese  plans  do  not 
have  to  decide  within  the  60  day  limit 


If  the  (xmimlttee  or  board  meets  at  least 
four  times  a  year  (about  every  90  dasrs) . 
Instead,  they  must  decide  the  ma^r, 
ordinarily,  at  the  first  meeting  after  the 
request  is  filed.  The  exception  is  when  a 
request  is  made  less  than  thirty  days  be¬ 
fore  a  meeting.  Then  a  decision  can  wait 
imtll  the  next  meeting.  Sometimes  a 
hearing  must  be  held.  This  may  cause 
a  delay.  In  such  case,  the  committee  can 
wait  to  make  its  decision  imtil  the  first 
meeting  after  the  hearing.  If  it  waits,  the 
committee  must  notify  the  participant 
and  explain  the  delay.  If  the  decision  on 
review  is  not  made  within  the  time  limits, 
the  appeal  will  be  considered  denied. 

The  decision  must  be  In  writing  and 
it  must  be  clear  and  understandable.  Ex¬ 
act  reasons  must  be  given  for  the  deci¬ 
sion,  not  Just  general  statements. 

INSURED  PLANS 

Certain  special  rules  aivly  to  plans 
nm  by  an  insurance  company.  The 
claims  piucedure  can  be  operated  by  such 
company.  This  means  that  the  Insurance 
company  can  give  notice  of  a  decision  on 
a  claim,  it  can  review  that  decision,  and 
it  can  make  the  final  decision. 

COLLECTIVELY  BARGAINED  PLANS 

Some  plans  maintained  imder  labor 
contracts  do  not  have  to  follow  the  rules 
set  forth  above,  but  may  use  the  griev¬ 
ance  and  arbitration  provisions  of  the 
collective  bargaining  agreement  as  the 
claims  procedure.  ’Ihls  does  not  apply  to 
“Taft-Hartley”  plans  administered  by  a 
joint  board.  Some  of  these  plans  are  also 
caUed  multiemployer  plans.  TaftrHartley 
plans  must  have  a  claims  procedure 
which  follows  the  general  rules. 

Part  II — Technical  Explanation  of 
THE  Regulation 

On  December  4,  1974,  notice  was  pub¬ 
lished  In  the  Federal  Register  (39  FR 
42242)  of  a  proposal  to  adopt  Part  2560 
of  Htle  29,  later  redesignated  as  pro¬ 
posed  §  2560.503-1  of  Htle  29,  which  set 
forth  certain  minimum  requirements  for 
claims  procedures  established  by  em¬ 
ployee  benefit  plans.  Interested  persons 
were  Invited  to  submit  written  comments 
on  the  proposed  regulation.  After  con¬ 
sideration  of  all  such  comments  received, 
§  2560.503-1  Is  adopted  In  the  form  set 
forth  below,  pursuant  to  the  authority 
of  sections  102,  503  and  505  of  the  Em¬ 
ployee  Retirement  Income  Security  Act 
of  1974  (the  Act) . 

Section  503  of  the  Act  requires  that  an 
employee  benefit  plan  which  denies  a 
claim  for  plan  benefits  give  the  partici¬ 
pant  or  beneficiary  who  made  the  claim 
(the  claimant)  adequate  written  notice 
of  denial  and  a  reasonable  opportunity 
for  a  full  and  fair  review.  'The  Secretary 
of  Labor  Is  authorized  to  prescribe  regu¬ 
lations  concerning  the  notice  and  review 
procedures  which  plans  must  establbh. 

Section  2560.503-1  sets  out  minimum 
requirements  which  the  benefit  claims 
procedures  of  covered  plans  must  meet 
to  be  deemed  reasonable.  It  should  be 
noted  that  a  claims  procedure  which 
meets  the  minimum  requirements  set 
forth  in  this  regulation  nevertheless 
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may  be  denned  not  reasonable  If  it  con¬ 
tains  other  provisions  which  unduly  In¬ 
hibit  or  hamper  the  inltlatiwi  or  process¬ 
ing  of  plan  claims.  For  example,  a  claims 
procedure  may  be  deemed  unreasonable 
if  it  requires  a  claimant  to  file  a  com¬ 
plicated  claim  form  before  the  claim  is 
considered  prc^rly  filed,  or  if  it  re¬ 
quires  the  pajmient  of  a  fee  as  a  condl- 
tl(m  for  filing  a  clsdm  or  obtaining  re¬ 
view'  of  a  denied  claim.  It  should  be  noted 
that  a  procedure  which  is  reasonable  on 
its  face  may  be  deemed  unreasonable  if 
it  Is  administered  in  such  a  way  as  to 
unduly  inhibit  or  hamper  the  initiation 
or  processing  of  plan  claims. 

Paragraph  (a)  explains  the  scope  and 
purpose  of  section  2560.503-1.  Paragraph 
(b)  states  the  general  requirement  that 
a  plan’s  claims  procedure  must  be  rea¬ 
sonable,  and  pro^des  certain  rules  imder 
which  a  plan’s  claims  procedure  will  be 
deemed  reasonable. 

Subparagraph  (b)  (1)  (11)  states  that  a 
claims  procedure  must  be  described  in 
the  summary  plan  description,  as  re¬ 
quired  by  S  520.102—3.  to  be  deemed 
reasonable.  This  does  not  require  any 
special  revision  of  the  summary  plan  de¬ 
scription  (See  §  2520.102-3),  nor  does 
It  modify  §  2520.102-3.  However,  if  the 
r.ia.im.«s  procedure  Is  not  described  in  the 
initial  SPD,  a  summary  of  material  mod¬ 
ifications  will  be  required  pursuant  to 
2520.104l>-3. 

Subparagraph  (b)  (2)  expands  in  a 
number  of  ways  the  provision  in  the  pro¬ 
posed  regulation  which  stated  that  plans 
established  and  maintained  pursuant  to 
a  collective  bargaining  agreement  which 
provides  for  grievance  and  arbitration 
of  plan  benefits  claims  are  deemed  to 
contain  a  reasonable  claims  procedure. 
First,  a  grievance  and  arbitration  pro¬ 
cedure  could  be  constructed  so  as  to 
commence  only  upon  an  adverse  action 
having  been  taken  against  an  employee, 
l.e.,  only  after  the  denial  of  a  claim. 
In  such  a  case,  there  would  be  no  pro¬ 
visions  governing  the  filing  of  claims 
and  the  disposition  of  them.  Therefore, 
the  regulation  distlngvilshes  betw’een 
procedures  up  to  and  including  the  Ini¬ 
tial  denial  of  a  claim,  and  procedures 
concerning  review  of  a  denied  claim.  If 
the  plan  Is  not  subject  to  collectively 
bargained  procedures  for  handling 
<»i«.iTn.«t  up  to  and  including  the  point  of 
the  Initial  denial  of  a  claim,  the  plan 
must  establish  procedures  which  ccnn- 
ply  with  paragraphs  (d)  through  (f)  of 
the  regtilatlon.  Second,  the  collectively 
bargained  procedures  must  be  described 
in  the  collective  bargaining  agreement 
or  incorporated  therein  by  specific  ref¬ 
erence. 

For  example,  mere  inclusion  in  the  col¬ 
lective  bargaining  agreement  of  a  grant 
of  authority  to  plan  trustees  to  establish 
a  claims  procedtu*e  w’ould  not  be  siifll- 
ciently  specific;  similarly,  the  object  of 
an  Incorporation  by  reference  must  be  a 
particular  set  of  written  rules.  Third, 
subparagraph  (b)  (2)  is  applicable  only 
to  collectively  bargained  plans  ^ich  are 
not  subject  to  the  Joint  representatloD 
provisions  of  section  302(c)  (5)  of  the  1a- 
bor  Management  Relations  Act,  1947  (l.e.. 


which  are  not  Taft-Hartley  plans) .  Taft- 
Hartley  plans  are  therefore  subject  to  the 
requlrementi  of  paragraidis  (d)  throogh 
(h)  of  i  2S20.S0S-1.  Ccunments  received 
on  the  proposed  regulation  urged  that 
Taft-Hartley  plans  should  be  required  to 
meet  the  general  provisions  of  this  reg¬ 
ulation  in  view  of  the  dual  roles  of  the 
employee  organization  in  representing 
emplo3rees  and  in  participating  in  the 
operation  of  the  plan.  The  latter  role  may 
not  always  be  consistent  with  the  former. 
Finally,  the  reference  to  “binding”  ar¬ 
bitration  in  proposed  §  2560.2  has  been 
deleted  to  avoid  any  inference  regarding 
the  substantive  effect  of  arbitration  im¬ 
der  section  503  of  the  Act.  Section  503 
establishes  only  procedural  requirements 
for  a  claims  procedure,  and  the  regula¬ 
tion  has  been  modified  to  conform  to  this 
principle. 

Although  it  might  be  objected  that 
collectively  bargained  grievance  and  ar¬ 
bitration  procedures  can  deviate  in  sig¬ 
nificant  ways  from  the  general  rules  in 
the  regulation,  particularly  the  various 
time  requirements,  it  is  the  Depsu*tment's 
view  that  such  arrangements  should  not 
be  disturbed.  Collectively  bargained 
grievance  and  arbitration  procedures 
constitute  agreements  reached  at  arm’s 
length  which  accommodate  a  variety  of 
Interests  in  the  employer-employee  re¬ 
lationship.  In  this  context,  employee 
benefit  plan  claims  are  one  among  many 
categories  of  grlevable  disputes  which 
may  arise  under  a  collective  bargaining 
agreement.  As  a  matter  of  policy,  the 
Department  believes  that  it  should  not 
Interfere  with  the  operation  of  such 
agreements  merely  because  they  involve 
employee  benefit  plan  claims. 

Paragraph  (c)  of  the  regulation  (pro¬ 
posed  §  2560.4)  has  been  amended  to 
apply  not  only  to  insured  welfare  plans 
but  to  insured  pension  plans  as  well. 
Comments  received  on  this  provision 
argued  persuasively  that  the  rule  it 
establishes  should  be  made  applicable  to 
both  typ>es  of  plans.  Additionally,  the 
paragraph  has  l^en  clarified  to  deal  only 
with  the  filing  and  processing  of  original 
claims  and  the  Issuance  of  initial  de¬ 
cisions  on  them,  rather  than  on  the  re¬ 
view  process.  Insiuance  company  han¬ 
dling  of  the  review  of  denied  claims  and 
Issuance  of  final  decisions  Is  addressed  in 
subparagraph  (g)  (2) . 

Under  paragraph  (d).  a  plan  may 
establish  reasonable  procedures  for  the 
Inltlsd  filing  of  a  claim.  If  there  are  no 
such  reasonable  rules,  paragraph  (d) 
establishes  rules  which  ensiu-e  that  any 
communication  reasonably  calculated  to 
bring  the  claim  to  the  plan’s  attention 
will  constitute  filing.  Also,  paragraph  (d) 
has  been  expanded,  pursuant  to  com¬ 
ments,  to  include  plans  whose  benefits 
are  provided  or  administered  by  an  in¬ 
surance  company,  insurance  service,  or 
other  similar  organization.  Thus,  any 
communication  regarding  a  claim  which 
is  delivered  to  the  Insurer  of  am  Insured 
plan  which  lacks  a  reasonable  procedure 
for  the  initial  filing  of  a  claim  will  con¬ 
stitute  a  proper  filing  of  that  claim. 

Paragraph  (e)  of  the  regulatlim  makes 
final  the  terms  of  proposed  i  2560.5, 


which  require  that  a  plan  Issue  any  no¬ 
tice  of  denial  of  a  claim  for  benefits 
within  a  reasonable  period  of  time  after 
receipt  of  the  claim.  Comments  received 
on  proposed  §  2560.5  suggested  the  estab¬ 
lishment  of  more  specific  time  limit  re¬ 
quirements  within  which  an  initial  de¬ 
cision  on  a  claim  should  issue.  Fixing 
specffle  time  limits,  the  cOTiments  ad¬ 
vised,  would  Induce  plans  to  process  the 
initial  claim  promptly,  and  would  elim¬ 
inate  unreasonable  delays  in  responding 
to  claims.  As  adopted,  the  regulation  re¬ 
tains  the  standard  of  reasonableness  but 
provides  that  in  no  event  will  a  period  of 
more  than  90  days  be  deemed  reasonable, 
unless  sp>eclal  circumstances  require  an 
extension  for  an  additional  perlM  of  no 
more  than  90  days.  If  the  plan  faDs  to 
act  on  the  claim  within  these  periods 
of  time,  paragraph  (e)  provides  that  the 
claim  Is  deemed  denied  and  the  claimant 
may  proceed  to  the  review  stage,  de¬ 
scribed  below.  A  new  provision  has  been 
added  requiring  notice  to  the  claimant 
if  an  extension  is  necessary. 

Under  paragraph  (f ) ,  notice  to  a  par¬ 
ticipant  or  beneficiary  of  the  denial  of  a 
claim  must  contain  the  following  Items; 
the  specific  reasons  for  denial,  specific 
references  to  pertinent  plan  provisions,  a 
description  of  any  additional  material  or 
Information  necessary  for  the  claimant 
to  perfect  the  claim,  an  explanation  of 
why  such  material  or  information  is 
ne^ed,  and  lnformati(m  concerning  the 
procedure  the  participant  or  beneficiary 
must  follow  to  obtain  review  of  the 
denial. 

Under  paragraph  (g),  plan  proced¬ 
ures  for  review  of  claim  denials  must 
include  the  right  of  a  claimant  to  request 
review,  have  representation,  review  per¬ 
tinent  documents  relating  to  the  denial 
and  submit  Issues  and  comments  In  writ¬ 
ing.  The  decision  on  review  must  be 
made  by  an  appropriate  “named  fiduci¬ 
ary”  as  delink  In  section  402(a)  (2)  of 
the  Act.  Where  review  and  final  deci¬ 
sion  on  claims  is  performed  by  an  In¬ 
surance  cwnpany,  insurance  service  or 
similar  organization  as  provided  In  a 
plan’s  claims  procedure,  the  Insurance 
organization  Is  the  “named  fiduciary”. 
In  other  cases,  the  plan  must  designate 
(pursuant  to  section  402(a)  (1) )  the  per¬ 
son  who  has  the  authority  to  make  the 
final  decision  on  review. 

Many  insurance  carriers  and  associa¬ 
tions  objected  to  the  position  taken  In 
the  proposed  regtilatlon  concerning  in¬ 
surance  carriers  as  named  fiduciaries,  on 
the  groimds  that  the  employee  benefit 
plan  provided  by  an  employer  to  its  em¬ 
ployees  is  not  synonymous  with  the  in¬ 
surance  contract  entered  into  by  the 
employer  ^d  the  insurer  as  a  vehicle  to 
accomplish  the  payment  of  benefit 
claims.  A  person  Is  a  fiduciary  by  opera¬ 
tion  of  section  3(21)  (A)  (ill)  of  the  Act 
If  the  person  exercises  dlscreticHiary  au¬ 
thority  or  discretionary  re^wnslblllty  in 
the  administration  of  a  plw.  If  this  Is 
the  case  imder  the  terms  of  a  particular 
plan  regarding  final  decision  on  appeals 
from  claim  denials,  the  plan  has  effec¬ 
tively  designated  that  person  a  named 
fiduciary.  It  Is  Immaterial  that  the  plan 
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documents  may  fail  to  state  that  the 
person  Is  a  named  fiduciary  or  Indeed  a 
fiduciary. 

The  regulation  also  provides  that  the 
plan  must  give  claimants  at  least  60 
days  from  receipt  of  the  notice  of  denial 
in  which  to  request  review.  This  provi¬ 
sion  responds  to  comments  on  proposed 
§  2560.6,  which  suggested  the  need  for 
a  specific  minimum  period  within  which 
claimants  must  be  allowed  to  initiate 
the  review  procedure. 

Under  paragraph  (h),  decisions  cm 
review  must  be  issued  within  60  days 
after  receipt  of  a  request  for  review, 
unless  special  circumstances,  such  as 
the  need  under  a  plan  procedure  to  hold 
a  hearing,  would  make  the  issuance  of 
a  decision  within  the  60-day  limit  in¬ 
feasible.  In  such  cases,  an  extension  of 
up  to  60  days  is  available,  if  the  claim¬ 
ant  is  notified  of  such  extension.  Be¬ 
cause  of  the  particular  nature  of  plans 
with  a  committee  or  board  of  trustees 
designated  as  named  fiduciary,  the  reg¬ 
ulation  contains  special  rules  for  such 
plans.  Comments  received  Indicate  that 
many  such  plans  review  claims  appeals 
on  a  monthly,  bi-monthly  or  quarterly 
basis  by  committee,  not  on  a  daily  basis. 
The  regulation  therefore  links  the  time 
limits  for  Issuing  decisions  on  review  to 
the  dates  of  the  meetings  of  such  com¬ 
mittee  or  board,  provided  such  meet¬ 
ings  are  regularly  scheduled  and  held  at 
least  quarterly. 

Finally,  section  (i)  provides  a  interim 
rule  stating  that  apprenticeship  plans 
are  not  covered  by  this  regulation.  The 
D^artment  received  no  omunents 
relating  to  the  applicability  of  the 
claims  procedure  to  apprenticeship 
plans.  However,  it  has  come  to  the  De¬ 
partment’s  attention  that  there  are  cer¬ 
tain  questions  concerning  the  applica¬ 
tion  of  claims  procedure  to  apprentice¬ 
ship  plans. 

First  is  the  question  of  the  atypical 
nature  of  apprenticeship  plans  as  CMn- 
pared  to  other  welfare  plans  under  the 
Act.  Apprenticeship  is  a  temporary 
status  persisting  for  a  relatively  short 
period  of  time.  Thus,  the  individuals 
covered  by  the  plan  are  constantly 
changing.  The  benefits  are  in  the  form 
of  direct  provision  of  training,  and  the 
training  is  not  only  for  the  benefit  of  the 
apprentices  but  also  for  the  benefit  of 
the  trade  or  craft  as  a  whole  in  preserv¬ 
ing  and  transmitting  its  skills.  Sec(md, 
there  is  the  concurrent  regulation  of 
prenticeship  plans  by  the  Bureau  of  Ap¬ 
prenticeship  Training  and  by  state 
apprenticeship  agencies.  Regulations 
prepared  by  the  Bureau  of  Apprentice¬ 
ship  Training  (BAT)  and  appearing  at 
42  FR  10138  (February  18,  1977)  provide 
for  the  review  of  complaints  raised  by 
apprentices.  (See  29  CFR  $  29.11  42  FR 
10143.  Under  this  procedure,  disputes 
relating  to  apprenticeship  plans  can  be 
brought  before  the  appropriate  Federal 
or  State  registration  authority  for  im¬ 
partial  resolution. 

The  Department  solicits  ccmiments  on 
the  question  of  the  rules  to  be  applied 
to  apprenticeship  plans  under  section 
503.  In  formulating  commoils,  the  ef¬ 
fects  of  the  preemptlcm  provisions  of 


section  514  of  the  Act  should  be  con¬ 
sidered. 

Many  comments  were  received  request¬ 
ing  the  views  of  the  Depariment  regard¬ 
ing  various  substantive  issues  not  ad¬ 
dressed  in  this  regulaticMi.  Specifically, 
some  (XKnmoits  suggested  that  the  De¬ 
partment  should  state  its  views  as  to 
whether  claims  procedures  must  be  ex¬ 
hausted  by  a  claimant  prior  to  the  initia¬ 
tion  of  a  civil  action  pursuant  to  section 
502  of  the  Act  (and  whether  failure  to 
so  exhaust  would  bar  a  section  502  ac- 
tiCHi),  and  as  to  the  scope  of  Judicial 
review  of  a  decision  by  an  arbitrator  as 
to  a  benefit  claim  where  the  grievance 
and  arbitration  process  is  collectively 
bargained  and  where  it  is  not.  While 
these  issues  are  not  addressed  in  this 
regulation,  the  Department  solicits  com¬ 
ments  from  the  public  relating  to  them, 
including  comments  on  whether  it  is  ap¬ 
propriate  for  the  Department  to  address 
them,  and  if  so,  in  what  form,  as  well  as 
ccmiments  (m  the  substance  of  the  Issues. 

CTomm^its  on  the  issues  pres^ted  in 
the  immediately  preceding  paragraph 
and  on  paragraph  (i)  should  be  sub¬ 
mitted  by  July  31,  1977  to  “Claims  Pro¬ 
cedure”,  Office  of  Regulatory  Standards 
and  Exceptions,  Room  C-4526,  Pension 
and  Welfare  Benefit  Programs,  U.S.  De¬ 
partment  of  Labor,  Washington,  D.C. 
20216. 

Accordingly,  29  CFR  CThapter  XXV  is 
amended  by  adding  a  new  Part  2560,  and 
a  new  S  2560.503-1  thereof,  which  reads; 

S  2560.503-1  Claims  procedure. 

Attthoritt:  Sections  102,  503  and  505,  Pub. 
L.  03-406,  88  Stait.  893,  894  (20  UA.C.  1133, 
1135) ,  Secretary  of  Labor’s  Order  No.  76-13. 

§  2560.503—1  Claims  procedure. 

(a)  Scope  and  vur pose. — (1)  This  sec¬ 
tion  sets  out  certain  minimum  require¬ 
ments  for  employee  benefit  plan  proce¬ 
dures  pertaining  to  claims  by  partici¬ 
pants  and  beneficiaries  (claimants)  for 
plan  benefits,  consideraticm  of  such 
claims,  and  review  of  claim  denials, 
hereinafter  referred  to  in  the  aggregate 
as  “claims  procedures.”  Except  as  other¬ 
wise  noted,  these  requirements  am>ly  to 
every  employee  benefit  plan  described  in 
section  4(a)  and  not  exempted  under 
section  4(b)  of  the  Employee  Retirement 
Income  Security  Act  of  1974  (the  Act) . 

(b)  Obligation  to  establish  a  reason- 
able  claims  procedure.  EJvery  onployee 
benefit  plan  ^all  establish  and  maintain 
reasonable  claims  procedures. 

(1)  A  claims  procedure  will  be  deemed 
to  be  reasonable  only  if  it; 

(1)  C(xnplles  with  the  provisions  of 
paragrairfis  (d)  through  (h)  of  this  sec¬ 
tion,  or  is  deemed  to  c(»nply  with  some 
or  all  of  these  provisions  under  the  au¬ 
thority  of  paragrapdi  (b)  (2) . 

(il)  Is  described  in  the  summary  plan 
description,  as  required  by  S  2520.102-3, 

(ill)  Does  not  contain  any  provision, 
and  is  not  administered  in  a  way,  whkffi 
imduly  inhibits  or  hampers  the  initiation 
or  processing  of  plan  claims,  and 

(Iv)  Provides  for  informing  partici¬ 
pants  in  writing,  in  a  timely  fashion,  of 
the  time  limits  set  forth  in  paragraphs 
(e)  (3)  and  (g)  (3)  and  subsection  (h) . 


(2)  In  the  case  of  a  plan  established 
and  maintained  pursuant  to  a  collective 
bargaining  agreement  (other  than  a  plan 
subject  to  the  provisions  of  section 
302(c)  (5)  of  the  Labor  Management  Re¬ 
lations  Act,  1947  concerning  joint  repre¬ 
sentation  on  the  board  of  trustees) ; 

(1)  Such  plan  will  be  deemed  to  comply 
with  the  provisions  of  paragraphs  (d) 
through  (h)  of  this  section  if  the  collec¬ 
tive  bargaining  agreement  pursuant  to 
which  the  plan  is  establish^  or  main¬ 
tained  sets  forth  or  incorporates  by 
specific  reference 

(A)  Provisions  concerning  the  filing  of 
benefit  claims  and  the  initial  disposition 
of  benefit  claims,  and 

(B)  A  grievance  and  arbitration  pro¬ 
cedure  to  which  denied  claims  are  sub¬ 
ject. 

ill)  Such  plan  will  be  deemed  to  com¬ 
ply  with  the  provisions  of  paragraphs 
(g)  and  (h)  of  this  section  (but  will  not 
be  deemed  to  comply  with  paragri^hs 
(d)  through  (f ) )  if  the  collective  bar¬ 
gaining  agreement  pursuant  to  which 
the  plan  is  established  or  maintained 
sets  forth  or  incorporates  by  specific 
reference  a  grievance  and  arbitration 
procedure  to  which  denied  claims  are 
subject  (but  not  provisions  concerning 
the  final  and  Initial  disposition  of  benefit 
claims) . 

(c)  Claims  procedure  for  an  insured 
welfare  or  pension  plan. — (1)  To  the 
extent  that  benefits  luider  an  employee 
benefit  plan  are  provided  or  adminis¬ 
tered  by  an  insurance  company,  insur¬ 
ance  service,  or  other  similar  organiza¬ 
tion  which  is  subject  to  regulation  luider 
the  insurance  laws  of  one  or  more  States, 
the  claims  procedure  pertaining  to  such 
benefits  may  provide  for  filing  of  a  claim 
for  benefits  with  and  notice  of  decision 
by  such  company,  service  or  organiza¬ 
tion. 

(2)  See  paragraph  (g)  regarding  re¬ 
view  and  final  decision  on  denied  claims 
by  insurance  companies,  insurance  serv¬ 
ices  and  similar  organizations. 

(d)  Filing  of  a  claim  for  benefits.  For 
purposes  of  this  section,  a  claim  is  a 
request  for  a  plan  benefit  by  a  partici¬ 
pant  or  beneficiary.  A  claim  is  filed  when 
the  requirements  of  a  reasonable  claim 
filing  procedure  of  a  plan  have  been  met. 
If  a  reasonable  procedure  fcM*  filing 
claims  has  not  been  established  by  the 
plan,  a  claim  shall  be  deemed  filed  when 
a  written  or  oral  commimication  is  made 
by  the  claimant  or  the  claimant’s  au¬ 
thorized  representative  which  is  reason¬ 
ably  calculated  to  bring  the  claim  to 
the  attention  of ; 

(1)  In  the  case  of  a  single  employer 
plan,  either  the  organizational  imlt 
which  has  customarily  handled  em¬ 
ployee  benefits  matters  of  the  employer, 
or  any  officer  of  the  employer. 

(2)  In  the  case  of  a  plan  to  which 
more  than  cme  unaffiliated  employer  con¬ 
tributes,  or  which  is  established  or  main¬ 
tained  by  an  employee  organization, 
either  the  Joint  board,  association,  com¬ 
mittee  or  other  simlUu’  group  (or  any 
member  of  axiy  such  group)  administer¬ 
ing  the  plan,  or  the  persem  or  organiza¬ 
tional  unit  to  which  claims  for  benefits 
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under  the  plan  customarily  have  been 
referred. 

(3)  In  the  case  of  a  plan  the  benefits 
of  which  are  provided  or  administered 
by  an  insurance  company.  Insurance 
service,  or  other  similar  organization, 
which  is  subject  to  regulation  tuader  the 
Insurance  laws  of  one  or  more  states, 
the  person  or  organizational  unit  which 
handles  claims  fw  benefits  under  the 
plan  or  any  o£Qcer  of  the  insurance  com- 
pcuiy,  insurance  service,  or  similar  or¬ 
ganization. 

(4)  For  purposes  of  paragraphs  (d) 

(1),  (2),  and  (3)  of  this  section,  a  com¬ 
munication  shall  be  deemed  to  have  been 
brought  to  the  attention  of  an  organiza¬ 
tional  unit  if  it  is  received  by  any  person 
employed  in  such  imit. 

(e)  Notification  to  claimant  of  deci~ 
Sion. — (1)  If  a  claim  is  wholly  or  par¬ 
tially  denied,  notice  of  the  decision, 
meeting  the  requirements  of  paragraph 

(f)  of  this  sectkxi.  shall  be  furnished  to 
the  claimant  within  a  reasonable  period 
of  time  after  receipt  of  the  claim  by  the 
plan. 

(2)  If  notice  of  the  denial  of  a  claim  is 
not  furnished  in  accordance  with  para¬ 
graph  (e)  (1)  of  this  section  within  a 
reasonable  period  of  time,  the  claim  shall 
be  deemed  denied  and  the  claimant  shall 
be  permitted  to  proceed  to  the  review 
stage  described  in  paragraph  (g)  of  this 
section. 

(3)  For  piirposes  of  paragraphs  (e) 

(1)  and  (2),  of  this  section,  a  p^od  of 
time  will  be  defied  to  be  imreasonaUe 
if  it  exceeds  90  days  after  receipt  of  the 
claim  by  the  plan,  unless  special  cir¬ 
cumstances  require  an  extension  of  time 
for  processing  the  claim.  If  such  an  ex- 
tooslon  of  time  for  processing  is  required, 
written  notice  of  the  extension  shall  be 
furnished  to  the  claimant  pritM*  to  the 
termination  (rf  the  initial  90-day  period. 
In  no  event  shall  such  extension  exceed 
a  period  of  90  days  from  the  aid  of  such 
initial  period.  The  extensi(m  notice  shall 
indicate  the  special  circumstances  re¬ 
quiring  an  extension  of  time  and  the 
date  by  which  the  plan  expects  to  render 
the  finsd  decision. 

(f)  Content  of  notice.  A  plan  admin¬ 

istrator  or,  if  paragraph  (c>  of  this  sec¬ 
tion  is  applicable,  the  Insurance  com¬ 
pany,  insurance  scarice,  or  other  similar 
organization,  shall  provide  to  every 
claimant  who  is  denied  a  claim  for  bene¬ 
fits  writtoi  notice  setting  forth  in  a  man¬ 
ner  calculated  to  be  understood  by  the 
claimant:  * 

(1)  The  specific  reason  or  reasons  for 
dailal; 

(2)  Speclfle  reference  to  pertinent 
plan  ix*ovlslons  on  which  the  denial  Is 
based; 


(3>  A  description  of  any  addltlmial 
material  or  information  necessary  for  the 
claimant  to  perfect  the  claim  and  an  ex- 
planaticm  of  why  such  material  or  infor¬ 
mation  is  necessary;  and 

(4)  Appropriate  information  as  to  the 
steps  to  be  taken  if  the  participant  or 
beneficiary  wishes  to  submit  his  or  her 
claim  for  review. 

(g)  Review  procedure.  (1)  Every  plan 
shall  establish  and  maintain  a  procedure 
by  which  a  claimant  or  his  duly  author¬ 
ized  representative  has  a  reasonable  op¬ 
portunity  to  .'appeal  a  denied  claim  to  an 
appropriate  named  fiduciary  or  to  a  per- 
s(m  designated  by  such  fiduciary,  and 
imder  which  a  full  and  fair  review  of  the 
claim  and  its  denial  may  be  obtained. 
Every  such  procedure  shall  Include  but 
not  be  limited  to  provlslcms  that  a 
claimant  or  his  duly  authorized  repre¬ 
sentative  may: 

(1)  Request  a  review  up<»i  written  ap¬ 
plication  to  the  plan; 

(11)  Review  pertinent  documents;  and 

(ill)  Submit  issues  and  comments  in 
writing. 

(2)  To  the  extent  that  benefits  under 
an  employee  benefit  plan  are  provided 
or  administered  by  an  insurance  com¬ 
pany,  insurance  service,  or  other  similar 
organization  which  is  subject  to  regula¬ 
tion  under  the  insurance  laws  of  one  or 
more  States,  the  claims  procediu^  per¬ 
taining  to  such  benefits  may  provide 
for  review  of  and  decision  upon  denied 
claims  by  such  company,  service  or  or¬ 
ganization.  In  such  case,  that  company, 
service,  or  organization  shall  be  the 
“appropriate  named  fiduciary”  for  pur¬ 
poses  of  this  sectlcm.  In  all  other  cases, 
the  “{qjproprlate  named  fiduciary"  for 
purposes  of  this  section  may  be  the  plan 
administrator  or  any  other  person  des¬ 
ignated  by  the  plan,  provided  that  such 
plan  administrator  or  other  person  is 
either  named  in  the  plan  Instrument  or 
is  identified  pursuant  to  a  procedure  set 
forth  in  the  pdan  as  the  person  who  re¬ 
views  and  makes  decisions  on  claim 
denials. 

(3)  A  plan  may  estatdlsh  a  limited 
period  within  which  a  claimant  must 
file  any  request  for  review  of  a  denied 
claim.  Such  time  limits  must  be  reason¬ 
able  and  related  to  the  nature  of  the 
benefit  which  is  the  subject  of  the  claim 
and  to  other  attendant  circiunstances. 
In  no  evoit  may  such  a  period  expire 
less  than  60  days  after  receipt  by  the 
claimant  of  written  notification  of  denial 
of  a  claim. 

(h)  Decision  on  review. — (1)  (i)  A  de¬ 
cision  by  an  appropriate  named  fiduciary 
Shan  be  made  promptly,  and  shall  not 
ordinarily  be  made  later  than  60  days 
after  the  plan’s  receipt  of  a  request  for 


review,  unless  special  circumstances 
(such  as  the  need  to  hold  a  hearing,  if 
the  plan  procedure  provides  for  a  hear¬ 
ing)  require  an  extension  of  time  for 
processing,  in  which  case  a  decision  shall 
be  rendered  as  soon  as  possible,  but  not 
later  than  120  days  after  receipt  of  a 
request  for  review. 

(11)  In  the  case  of  a  plan  with  a  com¬ 
mittee  or  board  of  trustees  designated 
as  the  appropriate  named  fiduciary, 
which  holds  reg^arly  scheduled  meetings 
at  least  quarterly,  a  decision  on  review 
shall  be  made  by  no  later  than  the  date 
of  the  meeting  of  the  committee  or  board 
which  immediately  foUows  the  plan's 
receipt  of  a  request  for  review,  unless 
the  request  for  review  is  filed  within  30 
days  preceding  the  date  of  such  meeting. 
In  such  case,  a  decision  may  be  made  by 
no  later  than  the  date  of  the  second 
meeting  following  the  plan’s  receipt  of 
the  request  for  review.  If  special  cir¬ 
cumstances  (such  as  the  need  to  hold 
a  hearing,  if  the  plan  procedure  provides 
for  a  hearing)  require  a  further  exten¬ 
sion  of  time  for  processing,  a  decision 
shall  be  rendered  not  later  than  the  third 
meeting  of  the  committee  or  board  f(d- 
lowing  the  plan’s  receipt  of  the  request 
for  review. 

(2)  If  such  an  extension  of  time  for 
review  is  required  because  of  special  cir¬ 
cumstances.  written  notice  of  the  exten¬ 
sion  shall  be  furnished  to  the  claimant 
prior  to  the  commencement  of  the 
extension. 

(3)  The  decision  on  review  shall  be  in 
writing  and  shall  Include  specific  reasons 
for  the  decision,  written  in  a  manner  cal¬ 
culated  to  be  understood  by  the  claim¬ 
ant,  as  well  as  specific  references  to  the 
pertinent  plan  provisions  cm  which  the 
decision  is  based. 

(4) ’  The  decision  on  review  shall  be 
furnished  to  the  claimant  within  the  ap¬ 
propriate  time  described  in  paragraph 
(h)(1)  of  this  section.  If  the  decision  cm 
review  is  not  furnished  within  such 
time,  the  claim  shall  be  deemed  denied 
on  review. 

(i)  Apprenticeship  plans.  This  section 
does  not  apply  to  employee  benefit  plans 
which  provide  solely  approitlceshlp 
training  benefits. 

Effective  date:  This  section  beccxnes 
effective  for  claims  filed  (m  or  after  Oc¬ 
tober  1, 1977. 

Signed  at  Washington,  D.C.,  this  23nl 
day  of  May  1977. 

J.  Vernon  Ballard, 
Acting  Administrator  of  Pen¬ 
sion  and  Welfare  Benefit 
Programs. 
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